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SUBJECT: AMBASSADOR'S CONVERSATION WITH PERT AMIN A PRESIDENT HARYONO 

1 . FOLLOWING ARE HIGHLIGHTS OF AMBASSADOR'S CONVERSATION WITH 
PERTAMINA PRESIDENT DIRECTOR PIET HARYONO JULY 6. SUBJECTS DISCUSSED 
RANGED FROM OPEC TO INDONESIAN REFINERY CONSTRUCTION. PARTICULARLY 
INTERESTING ARE HARYONO'S COMMENTS ABOUT MARKETING DIFFICULTIES 

IN U.S. THAT COULD CAUSE PERTAMINA TO DISCOUNT OIL OR SHUT-IN 
CAPACITY. 

2. MARKETING PROBLEMS: HARYONO SAID THE U.S. MARKET IS NOW VERY 
DIFFICULT FOR INDONESIA, AND PERTAMINA IS FACED WITH STRONG POSSIBIL- 
ITY OF DISCOUNTING ITS OIL OR SHUTTING IN SOME PRODUCTION. HE TOLD 
THE AMBASSADOR ON A STRICTLY CONFIDENTIAL BASIS THAT PERTAMINA 

IS TALKING WITH CALTEX ABOUT DISCOUNTING MINAS CRUDE SOLD INTO THE 
CALTEX SYSTEM ONLY. IF THIS OCCURS THE DISCOUNT OIL WILL BE HIDDEN AN 
D 
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NOT EXTENDED TO OTHER CRUDES OR TO OTHER PURCHASERS OF MINAS. 
ACCORDING TO HARYONO, IF MODERATE DISCOUNTING OF THIS TYPE CANNOT 
MOVE INDONESIAN CRUDE, PERTAMINA IS CONSIDERING SHUTTING IN UP 
TO 100,000 BARRELS A DAY OF CALTEX PRODUCTION. PERTAMINA IS 
ACTIVELY LOOKING FOR NEW MARKETS FOR ITS OIL. DURING PAST WEEK 
A DUTCH GROUP HAS BEEN IN JAKARTA DISCUSSING POSSIBLE SIZEABLE 
PURCHASES OF MINAS CRUDE. 
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3. DUMAI REFINERY EXPANSION: HARYONO SIAD HE DISCUSSED DUMAI 
EXPANSION WITH MITI MINISTER KOMOTO IN JAPAN LAST WEEK. KOMOTO 
INDICATED JAPAN IS PREPARED TO FINANCE THE $700,000,000 PROJECT BUT 
RESIDTED HARYONO'S ATTEMPT TO SECURE AN "UNTIED" LOAN. NONETHELESS, 
HARYONO BELIVES THE JAPANESE CAN BE PERSUADED TO PERMIT SIGNIFICANT 
EQUIPMENT PURCHACES FROM U.S. MANUFACTURERS. THE AMBASSADOR WEIGHED 
IN STRONGLY ON THIS. POINTING OUT THAT JAPANESE CONCESSIONAL 
ASSISTANCE CAN BE "UNTIED" IF RECEIVING COUNTRY REQUESTS IT AND 
PRESSES FOR IT. HE SAID HE HOPED THIS COMMERCIAL LOAN MIGHT ALSO BE 
ARRANGED IN WAY THAT PERMITS INDONESIA TO PURCHASE THE BEST 
EQUIPMENT AT LOWEST COST AND ALSO PERMITS U.S. MANUFACTURERS TO 
COMPETE. HARYONO EMPHASIZED PERT AMIN A WANTS TO USE SOME U.S. 
EQUIPMENT FOR THE PROJECT AND WOULD CONTINUE TO PUSH FOR THIS 

IF JAPANESE FINANCE THE DUMAI EXPANSION. 

4. BAT AM ISLAND REFINERY: HARYONO IS NOT OPTIMISTIC ABOUT THE 
EVENTUAL CONSTRUCTION OF THIS REFINERY. HE PINPOINTED KUWAITI 
INSISTANCE ON A 20-25 PERCENT RATE OF RETURN OF INVESTMENT AS AN 
INSURMOUNTABLE OBSTACLE TO AGREEMENT ON THE PROJECT. 

5. OPEC: BASED ON HIS EXPERIENCES AT THE GENEVA OPEC MEETING, 

HARYONO SIAD THERE ARE TWO FEATURES OF OPEC TODAY THAT MAKE IT A 
DIFFERENT INSTITUTION THAN IN THE RECENT PAST: A) OPEC IS 

AGAIN UNITED AND COHESIVE. THE MAJOR SPLITS THAT CHARACTERIZED 
THE CARTEL OVER THE PAST TWO YEARS ARE ENDED; B) THERE IS 
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UNANIMOUS AGREEMENT THAT OIL PRICE INCREASES ARE NECESSARY IN 
1979 AND BEYOND AND THAT THESE INCREASES SHOULD BE MODERATE, 

REGULAR AND PREDICTABLE. HARYONO SAID HIS PERSONAL CONVERSATIONS 
IN GENEVA INDICATED THAT EVEN FORMER "RADICALS" SUCH AS IRAQ AND 
LIBYA RECOGNIZE LARGE PRICE HIKES ARE NO LONGER POSSIBLE. 

6. INDONESIAN CRUDE PRODUCTION: GENERAL HARYONO SAID THERE 
PROBABLY WILL BE A DIP IN PRODUCTION IN 1979 AND 1980 REFLECTING 
THE SMALL AMOUNT OF EXPLORATION IN 1976 AND 1977. IN ITS 
CONTRIBUTION TO REPELITA III, PERTAMINA IS FORECASTING 1.6-1. 7 

MILLIONS BARRELS A DAY AS AVERAGE PRODUCTION OVER THE NEXT FIVE YEARS 


7. PAC-INDO LNG CONTRACTS: HARYONO EXPRESSED SOME DISAPPOINT- 
MENT ABOUT PROSPECTS FOR SUCCESSFUL CONCLUSION OF THESE 
CONTRACTS. HE NOTED FORMIDABLE PROBLEMS OR DELAYS OVER SITING 
OF THE RECEIVING TERMINAL APPEAR LIKELY EVEN IF THE PRICE 
ESCALATOR CAN BE RESOLVED. PERTAMINA AND THE CALIFORNIA UTILITIES 
PLAN TO SUBMIT A PRICE ESCALATOR TO THE DEPARTMENT OF ENERGY IN 
AUGUST. DESPITE HIS DISCOURAGEMENT OVER THE CONTRACTS' PROSPECTS, 
HARYONO SAID "I AM STILL PATIENT" INDICATING PERTAMINA DOES NOT 
INTEND TO GIVE UP EFFORTS TO REACH AGREEMENT ON OUTSTANDING ISSUES. 
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8. LNG EXPANSION AT BONTANG: PERT AMINA AND JAPANESE UTILITY 
BUYERS ARE PUTTING TOGETHER DETAILS OF NEW CONTRACTS THAT WILL 
PERMIT A DOUBLING OF CAPACITY AT THE BONTANG LNG PLANT IN EAST 
KALIMANTAN. HARYONO SAID TALKS WOULD BE ARRANGED BY EARLY 
FALL. 

9. ARUN GAS WELL BLOWOUT: HARYONO, WHO VISITED ARUN LAST WEEK, 
SHOWED AMBASSADOR PHOTOS OF THE MASSIVE FIRE AT THE WELL SITE. 
HARYONO SAID HIS BEST GUESS IS IT WILL BE EARLY OCTOBER BEFORE THE 
FIRE IS EXTINGUISHED. HE EMPHASIZED THE FIRE WILL NOT CAUSE DELAY 
IN THE OPENING OF THE LNG PLANT, CURRENTLY SCHEDULED FOR 8/2/78. 
MASTERS 
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